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Before the '

FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of )

)
Application of WorldCom, Inc. and MCI ) CC Docket No. 97-211
Communications Corporation for Transfer of ) “3 Togemye ey
Control of MCI Communications Corporationto )
WorldCom, Inc. ) MER 1m0y

Motion to Accept Late Filed Comments

On Friday, March 13, Bell Atlantic attempted to file its Further Comments in the
above referenced proceeding. Although Bell Atlantic’s Further Comments were complete
by 2:30, there was a miscommunication between Bell Atlantic and its courier. The courier
delivering the filing was unable to reach the Commission before the 5:30 filing deadline.
She arrived at the Commission at 5:32 and was unable to enter the Secretary’s Office.

Bell Atlantic is serving all parties in this proceeding by hand or by fax today and
respectfully requests that the Commission accept this pleading into this proceeding.

Respectfully submitted,

W///)/’-\

John Thorne

Sarah B. Deutsch

Robert H. Griffen

1320 North Court House Road
8" Floor

Arlington, Virginia 22201
(703) 974-2943

Counsel for Bell Atlantic

March 16, 1998



Before the x
FEDERAL COMMUNICATIONS COMMISSION
Washington, D.C. 20554

In the Matter of

Application of WorldCom, Inc. and MCI
Communications Corporation for Transfer of

Control of MCI Communications Corporation
to WorldCom, Inc.

CC Docket No. 97-211

Bell Atlantic Further Comments

The Justice Department and the European Union have decided more evidence is needed
to assess whether the WorldCom/MCI merger is anticompetitive. “WorldCom, MCI Probe Is
Widened,” Wall St. J. , Mar. 10, 1998, at A3; “Smaller Rivals Question MCI-WorldCom Merger
Plan,” Washington Post , Mar. 11, 1998, at C11; “2 Corporate Cultures Meet in MCI - Worldcom
Merger,” N.Y. Times, Mar. 11, 1998, at D1. The Commission should avail itself of this
evidence, and make a public interest determination only on the full record. The anticompetitive
concerns here are much greater than in other recent mergers in which the Commission reviewed
the full record. Applications of NYNEX Corporation, Transferor, and Bell Atlantic Corporation,
Transferee, 9 Comm. Reg. (P&F) 187, 1 28 (1997) (requiring Bell Atlantic and NYNEX to
allow public inspection of Hart-Scott-Rodino documents under protective order).

The commenting parties can be expected to file comprehensive comments only after
reviewing the documents the Commission makes available. However, even without the benefit

of a full record, two key points warrant immediate discussion.



1. Future Additions to Internet Backbone Capacity Alone Will Not Cure the Anticompetitive
Effects of the Merger.

WorldCom’s main argument for controlling most of the current backbones is that future
backbones will be built that will discipline WorldCom’s behavior. Worldcom’s theory is that
“birds in the bush” justify the birds in its hands. But it is not true, even assuming future
backbones are built, that these backbones will be able to provide a competitive offset to
WorldCom’s post-merger market position. To succeed, the future backbones will need to attract
customers. However, contrary to WorldCom’s assertions, ISPs cannot easily switch to new
backbone providers. Over 90% of all ISPs do not have portable address space and must lease
space directly from their backbone provider. These ISPs and their customers wishing to switch
to a new backbone provider face enormous financial and technical hurdles. First, [ISPs who lease
address space from more than one provider (are “multihomed”™) pay a price for shifting traffic
from one backbone to another. Even after the ISP shifts the traffic to a second backbone, it must
continue to pay for routing services it no longer uses from the first backbone. Thus WorldCom
still has the ability to charge for Internet routing even after it no longer does the Internet routing,
based on its control of the address space.

Second, switching backbones for most ISPs and their customers requires expensive and

time-consuming renumbering of routers, hosts, and other computers. See Bell Atlantic’s Petition

To Deny at 10-11. These ISPs are totally dependent on leased address space from WorldCom
and others; likewise, their large dedicated access business customers do not own their own
portable address space. ISPs who try to switch backbones will be forced to renumber, and will

face numerous complaints and bad will from their customers who must also renumber. These



realities discourage switching and result in customers being locked in to a particular backbone
provider.

We understand that one of WorldCom’s economists, Dr. Robert Hall, has argued that if
nonportable address space completely prevented movement of ISPs between different backbones,
there could be no harm to competition if WorldCom controlled 100% of the existing Internet
backbones. This is not a legitimate theory for permitting backbone concentration. Under Dr.
Hall’s theory, for example, it would have been permissible to permit all providers of 800 service
to merge prior to 800 number portability, leaving no competitors whatsoever when portability
became available. Similarly, letting WorldCom monopolize the market under Dr. Hall’s theory

until address space becomes more portable ensures that competition will be slow in developing

for years to come.

II. The Merger Decreases Wholesale Long Distance Business Competition.

As Bell Atlantic’s Petition To Deny and affidavit by Steve AuBuchon discussed, the

current long-distance incumbents have refused resellers access to the features and facilities
necessary to provide service to large and medium-sized business customers. AT&T essentially
has refused to negotiate any long distance resale agreement with Bell Atlantic, while MCI was
willing to negotiate a wholesale agreement that charged a reasonable price only if Bell Atlantic
refrained from competing for MCI’s customers. Sprint to date has not given Bell Atlantic access
to network management, virtual private network, and enhanced 800 features such as automatic
call distribution that are necessary to serve many business customers. Furthermore, these

sophisticated features take years to develop, so that the collective unwillingness of the Big Three



to resell to Bell Atlantic effectively has foreclosed Bell Atlantic’s entry into this lucrative
market.

The merger will make this problem worse. WorldCom does not deny that it was
developing the high-end business features necessary to compete with the Big Three. This
potential source of wholesale high-end business features now is lost. Furthermore, the carriers’
willingness to deal has varied inversely with their retail market share; the creation of a larger
carrier with greater than 25% retail market share leaves only one facilities-based carrier (Sprint)
with any incentive to even negotiate serious resale agreements.

WorldCom makes little attempt to rebut the AuBuchon affidavit or Bell Atlantic’s
original filing. The construction of more fiber and the addition of more switches by itself will
not lower the barriers to entry to the high-end business market. Only a condition requiring

WorldCom to make available its long distance capabilities at wholesale prices will offset the loss

of wholesale competition caused by the merger.



Conclusion

The Commission should review the evidence being collected by the Department of
Justice and the European Union, and make that evidence available to interested parties under

protective order.

Respectfully submitted,

/‘/MLZA;—\

John Thorne

Sarah B. Deutsch

Robert H. Griffen

1320 North Court House Road
8™ Floor

Arlington, Virginia 22201
(703) 974-2943

Counsel for Bell Atlantic

March 13, 1998



CERTIFICATE OF SERVICE

I hereby certify that on this 13" day of March, 1998 a copy of the foregoing “Bell

Atlantic Comments” was served by hand on the parties on the attached list.

Mgy, U ey,
Tracey M. DeVaux
\




Janice Myles*

Federal Communications Commission
1919 M Street, NW
Room 544

Washington, DC 20554

(Hard copy and diskette version)

ITS, Inc.*

1919 M Street, NW
Room 246
Washington, DC 20554



CERTIFICATE OF SERVICE

I hereby certify that on this 16™ day of March, 1998 copies of the foregoing “Motion to
Accept Late Filed Comments” and “Bell Atlantic Further Comments” were served by hand

delivery or by fax on the parties on the attached list.

‘Ann Z. t

* Via hand delivery.



Janice Myles*

Federal Communications Commission

1919 M Street, NW
Room 544
Washington, DC 20554

(Hard copy and diskette version)

William Barfield
Jonathan Banks
BellSouth Corporation
1155 Peachtree Street, NE
Suite 1800

Atlanta, GA 30309-3610

William Barr

General Counsel

GTE Service Corporation
One Stamford Forum
Stamford, CT 06904

Matthew Lee

Inner City Press

1919 Washington Avenue
Bronx, NY 10457

David Honig*

Special Counsel
Rainbow/PUSH Coalition
3636 16™ Street, NW
B-366

Washington, DC 20010

ITS, Inc.*

1919 M Street, NW
Room 246

Washington, DC 20554

George Kohl*

CFA

501 Third Street, NW
Washington, DC 20001-2797

Richard Wiley*

Wiley, Rein & Fielding
1776 K Street, NW
Washington, DC 20006

Counsel for GTE Service Corporation

Janice Mathis

General Counsel
Rainbow/PUSH Coalition
Thurmond, Mathis & Patrick
1127 W. Hancock Avenue
Athens, GA 30603

Ramsey Woodworth*
Rudolph Geist

Wilkes, Artis, Hedrick & Lane
1666 K Street, NW

Suite 1100

Washington, DC 20006



Thomas Hart, Jr.*

Amy Weissman

M. Tamber Christian

Ginsburg, Feldman & Bress, Chartered
1250 Connecticut Avenue, NW
Washington, DC 20036

Edward Warin

Thomas Kelley

McGrath, North

Suite 1400, One Central Park Plaza
222 South 15" Street

Omaha, NE 68102

Counsel for GTE Corporation

Sue Ashdown

Xmission

51 E. 400 S. Suite 200
Salt Lake City, UT 84111

Counsel for Utah Independent Internet Service
Providers

Ramsey Woodworth*
Wilkes, Artis

1666 K Street, NW
Suite 1100
Washington, DC 20006

Counsel for Simply Internet, Inc. and United
States Internet Providers Association

Catherine Sloan*

WorldCom, Inc.

1120 Connecticut Avenue, NW
Washington, DC 20036

Bernard Nigro*
Collier, Shannon

3050 K Street, NW
Suite 400

Washington, DC 20007

Counsel for GTE Corporation

Barbara O’Connor*
The Alliance for Public Technology
901 15" Street, NW
Suite 230

Washington, DC 20005

James Love*

Director

Consumer Project on Technology
PO Box 19367

Washington, DC 20036

Jean Kiddoo*

Swidler & Berlin

3000 K Street, NW
Suite 300

Washington, DC 20007

Counsel for WorldCom, Inc.

Michael H. Salsbury *

Mary Brown

Larry Blosser

MCI Communications Corp.
1801 Pennsylvania Avenue, NW
Washington, DC 20006-2606



Anthony Epstein*
Jenner & Block

601 13" Street, NW
Washington, DC 20005

Counsel for MCI Communications Corp.

Alan Naftalin*

Gregory Staple

R. Edward Price

Kotten & Naftalin

1150 Connecticut Avenue, NW
Suite 1000

Washington, DC 20036

Counsel for Telstra Corporation Limited

Patrick Scanlon*

General Counsel

CWA

501 3" Street, NW

Suite 800

Washington, DC 20001-2797

John Sweeney*
AFL-CIO

815 16" Street, NW
Washington, DC 20006



